U.S. Global Strategy — What Outlook in 1960? 


by Saville R. Davis 


gin to unroll, there is a larger 
on agreement between disputing 
the United States, and bezween 


and 


its non4<lommunust rit 
abroad, tha at any ume since the war. The 
issues Of world policy are beginning to shake 
lown ponents are less widely 
uses are even beginning 
Today the overseas strategy ot the Unitec 
States 1s heading into a new phase. After some 
13 years ot cold war, the Russian Communist 
seem to have realized that the ruthless, strong 
urm tactics of Stalinism have not achieved 
their goal of taking_over the world. So far as 
we know they have not abandoned the crude 
torms of military threat and pressure. Indeed 
we have to a ime they will always use what 
ever means, or combination of means, in the 
whole spectrum from violent and military to 
nonviolent and political that they think offe: 
the best results. 
o now, however, direct violence has 
en allowed to succeed, so the Commu 
nists are turning to more subtle economic, 
political and cultural means. Our strategy 


will have to be adjusted accordingly. We 
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early stage, as many people are do- 
ing, that it is generally ineffective. 
Communist economic aid has been 
used with pinpoint aim to influence 
countries where the Communist lead- 
ership thought it had a chance to 
buy either allies or power. This aid 
has usually been welcomed, but has 
not succeeded in producing either 
a voluntary or involuntary allegiance 
to the Communist bloc and its pur- 
poses. The pace of Communist-bloc 
loans, as well as supplies and techni- 
cians, is now being greatly quick- 
ened. The new aim is not so much 
to exert economic blackmail as to 
persuade the recipient that commu 
nism is a more effective economic 
system than capitalism. This is a 
subtle, and 
dangerous, policy. 


more possibly more 

West's Economic Answer. Ameri- 
can enterprise, both capital and man- 
agement, is preoccupied with good 
business at home and unwilling to 
commit itself abroad. There are ex- 
ceptions, but the general picture is 
discouraging. American businessmen 
tend to be absorbed in their short- 
term interests at home, while their 
long-term interest—their stake in the 
success of a Western alternative to 
Communist economics—is still be- 
yond their understanding. 

Foreign Aid—Military. Just when 
military foreign aid might level off 
or even decline, to permit more em- 
phasis on economic aid, a new prob- 
lem comes up. The equipment fur- 
nished our military friends and allies 
is in good part obsolete. There must 
be a program of modernization, to 
keep the containment policy at even 


a minimum leve! of strength. 

Foreign Aid—Economic. There is 
more common meeting ground, now, 
for its advocates and its opponents. 
This kind of aid has done much 
good, but it has not been used as 
effectively as the need requires. The 
economic growth rates of the coun- 
tries concerned have not been nearly 
as high as had been hoped and they 
have not, except for India, shown 
promise of competing with Commu 
nist growth rates. We will need to 
help these countries work out effec 
tive local and regional programs for 
genuine growth, and to resist the 


myriad attractive ways of using eco 


Because United States atten- 


tion is now focused on Latin 
America, this issue is devoted 


to that area. 


nomic aid that will not contribute to 
planned and balanced development. 
lid and the 
Bud get. The Republicans want more, 


Foreign National 
but not much more, military and 
economic aid, and wish to keep it 
within the framework of present 
budget levels. The Democrats would 
unbalance the budget if necessary to 
provide substantial increases in both 
military and economic aid. As for the 
American voter, no one has seriously 
presented to him the third alternative 
backed up by persuasive leadership: 
that we give up a little of our pros- 
perity and tax ourselves additionally 
for an urgent national purpose. How 
would he respond? 


The same question mark and the 


same set of alternatives apply to the 
other demands for more money: for 
space research, for missiles and to 
balance nuclear arms with more con 
ventional armaments. 

U.S. Trade and Investment Policy 
We have 
ments overseas. But when they are 


made impressive invest 
analyzed they are mostly in advanced 
countries, and where not, they are 
mostly in oil, metals, commodities 
and the like. Our overseas invest 
ment, big as its total and its 

flow have become, is not producing 
balanced development for 

veloped countries. It too often tends 
to keep these countries in a subordi 
nate economic position, without ack 
quate industria: growth and chained 
to the prices of a few commodities 
which fluctuate wildly. We also have 
trade barriers which discourage the 


diversified economic growth and 
trade of those countries. 
The problems of the 
just now opening up, are nightmar 
ish enough to cause the most con 
vinced realist to brace hims 
more battles to survive. The 
are even higher today than 
as the nuclear arms race 
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WASHINGTON NEWSLETTER 


“ Was Latin American Tour a Success? 


There can be little question but that 
President Eisenhower's 14-day 15,000 
mile swing through Latin America 
The real question, 
is, What kind of success? 


Was it big or small? al 
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kh 


that Ese 


President are about over, it is becom 


ing apparent that we have a great 


national asset in Ike's smile and per 


sonality 
while it is understan lable that 
the President's devoted aides should 


be ecstatic over his trip, it could be 


dangerous and disappointing for the 
Latin Americans to expect too much 


from it. President Eisenhower him 


ende i 
Rico hat the 
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his trip in Puerto 
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FOREIGN POLICY SPOTLIGHT 


& Anti-Yankeeism: Cause and Cure 


The greatest contribution President 
Eisenhower has made to relations be- 
tween the United States and Latin 
America—and the one for which he 
should be most remembered—was 
his acknowledgment, in a speech to 
United States Embassy employees 
and members of Chilean-American 
societies in Santiago on March 1, 
that the United States has made mis- 
takes in Latin America and might 
make more. 

The most difficult thing for an in- 
dividual is to make the simple ad- 
mission that he or she is wrong. This 
is even more difficult for a nation, 
whose prestige is thought to depend 
on a claim to unassailable righteous- 
ness. Nothing could be more re- 
assuring to Latin Americans—and 
nothing could make them feel more 
at ease as “good neighbors”—than 
an admission by the United States 
that its record is not 100 percent 
virtuous. 
this 
made, it becomes possible for Latin 
Americans to talk frankly with 
Americans of the North about the 
complex of resentments which makes 


Once admission has been 


up what is known as anti-Yankee- 
ism. These resentments are based on 
the same emotions which, in other 
technologically underdeveloped areas 
—Asia, Africa, the Middle East— 
inspire anti-Westernism: admiration 
for the West’s technological achieve- 
ments mixed with envy and/or fear 
of the advantages in trade and in 
military power they have brought to 
the Western riations; frustration at 
the slow progress of economic 
growth, often more readily attributed 
to Western opposition or interference 
than to local deficiencies; and con- 
cern, genuinely felt or whipped up 


by the politically discontented, that 
the West is determined to keep 
“have-not” peoples at worst in sub- 
jection, at best in a state of economic 
dependence on the “haves.” 
Elsewhere than in Latin America 
anti-Westernism is 


usually indis- 


criminately expressed against all 
Western nations, whether they have, 
in their day, been great colonial 
powers like Britain and France, or 
have shown reluctance to acquire 
colonial possessions, like the United 
States. The distinctive aspect of 
Latin America’s resentments is that 
they are focused exclusively on the 
United States and are not expressed 
with respect to other industrial na- 
West 
many—all of which are active in the 


tions—Britain, France, Ger- 
area’s trade and investments. By ex 
cluding other Western nations poli- 
tically from Latin America, the Unit- 
ed States laid itself open to the full 
brunt of Anti- 


Yankeeism is caused solely by griev- 


anti-Westernism. 


ances toward the United States—and 
only United States action can provide 
a cure for it. 


Three Main Grievances 


What are these grievances? They 
can be summed up in three main 
categories, two of which were dis- 
cussed with President Eisenhower by 
his Latin American hosts. The first 
is that the United States has dis- 
criminated against Latin America by 
giving the bulk of its financial aid 
in the post-World-War-Il period to 
already industrialized Western Fu- 
rope rather than to industrially back- 
ward Latin America. When Wash- 
ington points out that large-scale 
North American investments in- 
creasingly go to Latin American 


countries, the answer to which 
President Eisenhower referred in his 
televised report to the nation on 
March 8—is that “economic advance 
in some American republics only 
makes the rich richer and the poor 
poorer, and that the United States 
should take the initiative in correct 
ing this evil.” The President pointed 
out that “if there should be any truth 
in this charge whatsoever, it is not 
the fault of the United States. So far 
as our purpose is involved, projects 
financed by our institutions are ex 
pected to yield widespread benefits to 
all, and, at the same time, to conform 
to our policy of nonintervention. . . . 
Moreover, when internal social re 
form is required, it is purely an in 
ternal matter.” 

This is a reasonable point of view. 
Yet Latin Americans who, in some 
countries, see United States invest 
ments redound to the enrichment of 
a few, while the many, with the 
rapid growth of population, become 
more and more impoverished, tend 
to blame the foreign investors, no 
matter how benevolent, as well as 
local business magnates. One way to 
meet this grievance is to do what 
several American firms in Latin 
America have done—that is, improve 
the welfare of their workers, thus 
setting an example for local indus 
trialists. Another cure, some observ 
ers believe, is for the United States 
to recognize that, at the present stage 
of economic development in many 
Latin American countries, private 
investors may not be in a position to 
improve living standards unless the 
government takes a strong lead in 
developing the national economy—a 
intervention which 


form of state 


(Continued on page 112 
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Latin America’s 
Economic Growth 


Problems 


Economic 


In his address before the American 
As- 


sembly meeting in Puerto Rico on 


Assembly's special Caribbean 


March 4, President Eisenhower 


summed up Latin American 


eco- 
nomic development needs as follows: 
“The 


desperately need long-term financing 


countries of Latin America 
of their development projects, tech 
nical assistance in their planning and 
execution, escape from dependence 
on one crop or one mineral, help in 
balancing budgets and substituting 
productive work for bureaucratic 
made works, an end to inflation and 
a start on solidly, widely based 
economies. And their needs must be 
answered soon and effectively.” 

This is an impressive list. What 
are the major factors which will help 
determine whether or not these needs 
will be met? 

Recent events on the hopeful side 
include a good start in most Latin 
American countries toward financial 
stability, newly concluded common- 
market arrangements which may 
lead to necessary trade expansion, 


the Develop- 


ment Bank, which will go into opera 


and Inter-American 


tion in April with $1 billion in in- 


vestment funds. However, the fa- 
miliar economic and political prob 
lems which have long existed in 
Latin America remain unchanged. 
One can agree with the President 
that the United States can not alone 
produce a “master plan” for progress 
in Latin America. But one wonders, 
at the same time, whether our role 
has been vigorous and imaginative 
enough to safeguard our interests in 


the development of the area. 
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The 


growth in Latin America, as meas 


postwar rate of economi 
ured by the increase in Gross Prod 
uct, averaged 4.3 percent a year. 
However, the rate of population in 
crease, one of the highest in the 
world, cut the per capita growth 
to about 2 percent a year. There was 
a wide diversity around this average, 
ranging from a 1 percent per capita 
decline in Argentina to a 5.2 percent 
annual per capita growth in Vene 
zucla (both special cases), but it is 
clear that most Latin American coun 
tries shared in both the over-all and 


the per capita growth. 


Welfare Gap 


An often stated goal for Latin 
America is to maintain its economic 
growth rate for the short-term future 

say through 1975. Such an achieve 
ment would certainly be a far cry 


from stagnation; it would mean, 
roughly, a 25 percent increase in 
average living standards every ten 
years. But the rest of the world, in 
cluding the United States and West 
ern Europe, is moving ahead at ap 
proximately the same rate. Thus, if 
Latin America manages only to 
maintain its postwar rate of growth 
of 2 percent per capita, the economic 
position of the area relative to that 
of the wealthier 


countries to the 


north will be approximately un 
changed. There will be no narrow 
ing of the welfare gap which causes 
much of Latin American discontent. 

It would be foolhardy to project 
the postwar growth uncritically into 
the future. In the first place, the 


high Latin American birth rate is 


by John Lindeman 


Mr. Lindeman, a member of the firm of 
Consultants, Inc.., 


International 
of Washington, D.C., has 


for a number of years been professionally associated with 
foreign economic affairs, and particularly with economic 
programs in underdeveloped areas 


itself growing, so that in order to 


maintain a 2 percent annual improve 
ment through 1975 the average an 


nual economic growth would have 


to be 5 percent, rising to nearly 5.5 
percent by the end of the period. 
This is a very high order of magni- 
tude for sustained growth. Moreover, 
adequate growth will require that a 
available re 


greater proportion ol! 


sources be devoted to investment 
each year, thus adding to the already 
difficult problem of creating adequate 
savings and channeling them into 
productive use. Finally, two elements 
of the post-World-War-II period are 
no longer pre sent strong “ orld mar 
kets for primary commodities, and a 
high level of foreign exchange re 


serves which were a legacy of the 
war. Now the outlook for commodi 
and the forei 


ties is din gn exchange 


reserves are depleted. 


Financial Stability 


On the favorable side, however, 


the restoration in recent years of a 


degree ot 


fair internal and external 
financial order by most of the larger 
South American countries will pro- 
vide a sounder base for economic de 
velopment. What was once a hope 
less morass of chronk inflation, cha- 
otic exchange rates and stifling trade 
controls has been replaced in most 
countries of the area by conditions 
more conducive to normal economic 
activity. This adjustment is by no 
means complete. In Brazil it has 
hardly started, and in some other 
countries there is the danger that 
political forces may cause a reversal 


of the unpopular measures which 


were necessary to restore some meas- 
ure of stability. Nevertheless, most 
economists look upon this financial 
house cleaning as the most significant 
of recent events in Latin America 
and, keeping their fingers crossed, 
predict that it will promote more 
economic progress than any other 
single development. 


Commodity Problems 


However, financial order and de- 
velopment progress in Latin America 
are both threatened by the instability 
and uncertain future of world mar- 
kets for primary commodities. Most 
of the countries are heavily depend- 
ent on the production and export of 
one or two commodities, such as 
coffee, sugar, copper, wool and so 
on. Exports provide most of the 
foreign exchange needed for the 
purchase of imported industrial 
goods, and local earnings from the 
export trades are the most important 
source of public revenue and capital 
formation. It is well recognized that 
market instability inhibits orderly 
economic development by creating 
alternate periods of feast and famine 
which the countries concerned can 
only partially offset by themselves. 
This difficulty is compounded by the 
unfavorable long-term outlook for 
commodity exports. Even the most 
optimistic estimates are that tradi- 
tional exports are bound to lag far 
behind import requirements. 

Latin American countries have 
long and unsuccessfully tried to in- 
terest their customers—the industrial 
countries—in cooperative efforts to 
minimize market fluctuations and 
to improve the long-term prospects 
for traditional exports. International 


commodity agreements to meet the 


problem of instability have consist- 


ently been resisted by the United 
States, although this country adheres 
to two of the four existing agree- 
1959 supported an 


ments and in 


emergency coffee agreement after it 


became obvious that the coffee mar- 
ket faced collapse. European govern- 
ments have recently become less rigid 
in their opposition to commodity 
agreements, and in the United States 
generally there is a growing aware- 
ness of the adverse effect of market 
instability on Latin American eco- 
nomic development. The future offi- 
cial United States attitude is still a 


matter for conjecture. 


The Common Market 


The lag in the growth of com- 
modity markets is largely a result of 
structural and technological change 
which has reduced the relative im- 
portance of primary commodities in 
world economic output. To a sig- 
nificant extent, however, the growth 
of Latin American outlets has been 
held back by artificial restraints on 
imports by the industrialized coun- 
tries. This situation can be remedied 
only by a greater willingness on the 
part of the United States and the 
Western European countries to meet 
their 
through trade instead of through 


commodity requirements 
high cost and highly protected local 


production. Protectionism in the 
United States is not as significant as 
it is in Europe; but it is important, 
as the quotas imposed by this coun 
try on lead, zinc, oil and some agri 
cultural imports make clear. 
However, the need in Latin 
America for industrial goods of the 
type now being imported is so great 
that no foreseeable solution of com- 
modity problems will provide the 
necessary foreign exchange earnings. 
The Latin American countries will 
have to find other means of expand- 
ing trade. For at least five years they 
have been talking seriously of ex- 
panding trade among themselves 
through the formation of a common 
market—the main purpose being to 
create a market area large enough 
to accommodate industries of eco- 


nomic size, and then to manufacture 


and trade within the area the type of 
goods now being imported from out 
side. Such arrangements are already 
partially in effect among three of 
the countries of Central America, 
and the probability is that two other 
countries will shortly join them 

But the most significant develop 
ment, from the point of view of the 
size and prospects of the market area, 
took place in Montevideo on Febru 
ary 18, when seven Latin American 
countries—Argentina, Brazil, Chile, 
Mexico, Paraguay, Peru and Uru 
guay—formally agreed to establish a 
free trade area among themselves, to 
be put into effect gradually over a 
period of 12 years. The agreement 
is open to other Latin American 
countries if they want to adhere to it 
The group includes the most popu 
lous and most industrially advanced 
countries in the area. If this agree 
ment succeeds, it will undoubtedly 


the 


countries, and probably some of 


' 


attract rest of the continental 


the 
island republics as well. Thus we 
now face the prospect, which until 
recently was only a topic for aca 
demic debate, of having an arca wit! 
virtually no barriers to internal trace 
stretching from the Rio Grande to 
beyond the Strait of Magellan. The 
potential impetus to economic 
ress is tremendous. 

The 
the 


should not be exaggerated. In 


immediate importance 


common market arrangement: 
the 
first place, it can be expected that 
trade liberalization initially will con 
cern the easy items—where tariffs are 
already low and where competition 
will not hurt. It is a truism of eco 
nomics that if competition does not 
hurt, then it does not do much good 

In the second place, commercial 
relations and even trade routes will, 
in many cases, have to be built up 
from scratch. The historical pattern 
and volume of trade within the area 
provide a very narrow base to build 


on. This trade has been concentrated 
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in very few commodities, and ac- 
counts for less than 10 percent of the 
total trade of the participating coun 
tries. (By contrast, trade within the 
European Economic Commt nity 
covers the whole range of industrial 
and agricultural production of the 
members and averages about 30 per 
cent of total trade.) And in the third 
place, 12 years is long enough for 
many well-laid plans to go wrong. 
Specifically, there is danger that un 
der the pressure of progressively 
harder decisions about trade liberali 
zation, the ideal ol a tree trade Zone 


may way to a system of high 


ive 


cost preferential trading arrange 


ments which can do more harm 
than good. 

In spite of these actual and poten 
tial difficulties, the movement should 
be welcomed as a positive step in the 


direction of econom«K progress. So 


far the attitude of the United States 
has been one of friendly acquiescence 
coupled with warnings that the rules 


of GATI 


hard to 


should be observed. It is 


escape the belict that the 


common market s chances of success 


would be vastly improved if we ol 


lv a traction of the encour 


agement that we Luropean 


economic integration. 


The Inter-American Bank 


The pace of development in Latin 
America will be determined to some 
extent by the amount and nature of 
economic assistance from outside. 
The net expectation trom press re 
ports of the President's trip is that 
there will be no significant change in 
United States economic assistance pro 
grams. Something new will be added, 


however, when the Inter-American 


Bank (IADB), be 


gins its operations. The bank official 


Development 


ly came into being on December 30, 


when the agreement had been ac 


cepted by countries subscribing at 


least the required 85 percent of its 


capital stock. At present all of the 


American republics except Cuba 
have made their stock subscriptions 
and have The 


bank's be $1 


billion, of which the United States’ 


become members. 


initial resources will 
share is $450 million; and the capital 
can be supplemented with borrowed 
funds. 

Benchiing from the experience of 
other lending institutions, the IADB 
will be well equipped to meet the 
wide range of economic deve lopment 
basi 


needs. Although some policy 


decisions are yet to be 


made, it 18 ex 


pected that the bank will be active 
in the fields of public works, trans 
portation, power, irrigation and the 
like. It may respond, as the Export 
World Bank 


have not, to pressing needs for edu 


Import Bank and the 
cation, housing, health and sanita 


uon. An feature is that 


$150 million will be available for 


important 


“soft” loans repayable in local cur 


rency, similar to the loans to be made 
through tthe World Bank ‘ proposed 


International Development Associa 


tion (IDA). 

The IADB will pr 
assistance to its borrowe! 
ly, it will help countries in the 
ration of national de velopment 
and the preparation of project 
it will assist in the training of tech 


] 


nicai personnel to carry on projects 


and development work. In the first 


three years of the bank's life $4.5 


million can be spent for su 


ties, and thereafter carnings trom 


special operations may continue to 
be used in this way. 
bank 


represents an opportunity and a « hal 


For the United States the 


lenge. For years the Latin American 
countries have wanted a specialized 
lending institution of their own, but 
resisted on’ the 


the United States 


ground that existing institutions 


were adequate sources of interna 
tional financing. About 18 months 
ago the United States announced its 


positive support. As the largest con 


tributor of upital, the United States 


has considerable influence in the 


bank, i iding control of the largest 
bloc of tes. The ; itive 
American, about 40 


percent ol n y ing power 1s con- 


vice- 
presides 


trolled 1 States, and the 


1 , 
United 


country 
which | tl ight to appoint 


s. The 


W ishington. 


one 


ot the s 


position 1s re 
rs by 


While they 


some 


mntribution, 
mination will 
ted States lending poli 


bank. 


American 


mposed on the 
Indeed h of the 
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came [trot h the United 


orld Sank 


being fully 


States posi 
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Spotlight 
(Continued from page 108) 
many North Americans have hither- 
to opposed. 

The second grievance is that the 
United States has supported dictators 
in Latin America. President Eisen- 
hower indignantly repudiated this 
charge, asserting on March 8 that 
“ot course we abhor all tyrannical 
forms of government, whether of the 
left or of the right.” He also ex- 
plained to Latin Americans that the 
United States believes “in the right 
of peoples to choose their own gov- 
ernment, to build their own institu- 
tions, to abide by their own phi- 
losophy.” 


Dictators: For or Against? 


This, again, is a reasonable point 
of view. Latin Americans, however, 
have found it difficult to understand 
why the United States, while afirm- 
ing its belief in democracy, has in 
the past not merely tolerated, but 
actually aided, with arms and funds, 
dictators such as Colonel Fulgencio 
Batista in Cuba and Pérez Jiménez 
in Venezuela until they were over- 
thrown by their own people. True 
such support could be justified on 
the ground that the United States is 
pledged not to intervene in the in- 
ternal affairs of its Latin American 
neighbors. However, Washington 
has intervened in countries where 
it feared Communist successes, as in 


Guatemala in 1954, and has now 
promised to take part in collective ac- 
tion by the Organization of Ameri- 
can States if “a tyrannical form of 
government were imposed upon any 
of the Americas from outside or with 
outside support—by force, threat or 
subversion” on the ground that such 
action would constitute a violation of 
the policy of nonintervention. Yet ro 
such action has been contemplated in 
the past against the admittedly ruth- 
less non-Communist dictatorships of 
the Batistas and the Trujillos. More- 
over, for the Spanish-speaking peo- 
ples of Latin America Washington's 
nonintervention in Spain's civil war 
was a blow against the forces which 
were struggling to liberalize and 
modernize Spain. And today the def- 
erence shown by the United States 
toward the government of General- 
issimo Franco, which tolerates no 
opposition, is regarded by many Lat- 
in Americans -— including Puerto 
Ricans—as a negation of democracy. 
- Fhe third grievance, not discussed 
by the President, which is difficult, 
on both sides of the Rio Grande, to 
put into words, is that the United 
States considers Latin Americans as 
inferiors. In part this is due to the 
Latin Americans’ own recognition of 
their technological backwardness, 
which they are eager to correct. In 
part it stems from their fecling— 
largely justified—that most North 
Americans do not take the trouble 


to become acquainted with the cul 
tural achievements of Latin America 
—in art, literature, music. But most 
deeply felt, and most difficult to ex 
press, is the belief that North Ameri 
cans look down on peoples of mixed 
origin, on peoples of color—a belie! 
held even in Puerto Rico, and rein 
forced day after day by every inci 
dent in the painful struggle of the 
United States to improve the status 
and equalize the opportunities of our 
Negro citizens. 

The most potent cure for anti 
Yankeeism—as for anti-Westernism 
—is not money, important as moncy 
is for the poor lands, but a constant 
affirmation of our belief in freedom, 
not by words alone, but by acts. As 
Dr. Arturo Morales Carrién, Under 
Secretary of State of the Common 
wealth of Puerto Rico, said at the 
seventh national conference of the 
United States National Commission 
for UNESCO in Denver on Septem 
ber 30, 1959: “Freedom is the com 
mon denominator of the New World, 
the heritage that made America a 
historical entity and a human hope. 
. . » Freedom is the most powerful 
leaven for a new reunion between 
the United States and Latin Ameri 
ca.... Whenever it is afirmed, Latin 
America grows in hope.” 

Vera Micneres Dean 


(Mrs. Dean lectured on United State 
eign policy at the University of Puerto Rico 
in January.) 
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